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TOROMONT INDUSTRIAL HOLDINGS LTD. 


NOTICE OF ANNUAL AND SPECIAL GENERAL MEETING OF SHAREHOLDERS 


TO THE SHAREHOLDERS: 


TAKE NOTICE that the Annual and Special General Meeting of the Shareholders of 
Toromont Industrial Holdings Ltd. (hereinafter called the “Company’) will be held in the 
Manitoba Room of The Royal York Hotel, Toronto, Ontario, on the 25th day of May, 1970 
at the hour of 11:00 o’clock in the forenoon (Toronto time) for the following purposes: 


(a) To receive and consider and, if thought fit, approve the consolidated financial statements of the 
Company and its subsidiary companies for the year ended December 31, 1969, together with 
the reports of the directors and auditors thereon; 


(b) To elect Directors; 
(c) To appoint auditors and authorize the Directors to fix their remuneration; 


(d) To consider and, if thought fit, sanction By-law No. 10 of the by-laws of the Company 
decreasing the authorized number of directors of the Company from 15 to 9; 


(e) To transact such other business as may properly come before the meeting. 


A copy of the consolidated financial statements of the Company and its subsidiaries 
for the year ended December 31, 1969, a copy of an information circular and a form of proxy 
accompany this notice. 


DATED at Toronto, Ontario, this 5th day of May, 1970. 


By Order of the Board of Directors, 


Cap. LLOYD, 
Secretary. 


NOTE: Shareholders who are unable to attend the meeting in person are requested to date and sign the 
enclosed form of proxy and to return it in the envelope provided for that purpose. 


TOROMONT INDUSTRIAL HOLDINGS LTD. 


INFORMATION CIRCULAR 


SOLICITATION OF PROXIES 


This Information Circular is furnished in connection with the solicitation of proxies by the Management 
of the Company, for use at the Annual and Special General Meeting of the Shareholders of the Company to 
be held on Monday, the 25th day of May, 1970, at the time and place and for the purposes set forth in the 
Notice of Meeting and at any adjournment or adjournments thereof. The solicitation will be primarily by 
mail, but proxies may also be solicited personally by regular employees of the Company. The cost of 
solicitation by Management will be borne by the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed form of proxy are directors and/or officers of the Company. 
A SHAREHOLDER DESIRING TO APPOINT SOME OTHER PERSON TO REPRESENT HIM AT 
THE MEETING MAY DO SO by inserting such person’s name in the blank space provided in the form 
of proxy and striking out the names of the three specified persons or by completing another proper form of 
proxy and, in either case, delivering the completed proxy to the Secretary of the Company prior to the 
commencement of the meeting. 


A shareholder who has given a proxy may revoke it either (a) by signing a proxy bearing a later date 
and delivering it to the Secretary of the Company, or (b) as to any matter on which a vote shall not already 
have been cast pursuant to the authority conferred by such proxy, by signing written notice of revocation 
and delivering it to the Secretary of the Company or the Chairman of the meeting. 


EXERCISE OF DISCRETION 


The persons named in the enclosed form of proxy will vote the shares in respect of which they are 
appointed and where a choice is specified, will vote in accordance with the specifications so made. WHERE 
NO CHOICE IS SPECIFIED, THE SHARES SO REPRESENTED WILL BE VOTED IN FAVOUR OF 
THE MATTER ON WHICH A CHOICE WAS GIVEN. The enclosed torm of proxy confers discretionary 
authority upon the persons named therein with respect to amendments or variations to matters identified in 
the notice of meeting, and with respect to other matters which may properly come before the meeting. At 
the time of preparation of this circular the management of the Company knows of no such amendment, 
variations or other matters to come before the meeting other than the matters referred to in the notice of 
meeting. 


VOTING SHARES 


At the close of business on April 30, 1970, there were outstanding 3,302,469 common shares without 
par value and the holders of such shares are entitled to one vote for each share held, at such meeting and 
at any adjournment thereof. There are also outstanding 350,000 612% cumulative redeemable convertible 
preferred shares, Series A, of the par value of $10 per share which are not entitled to vote at the Annual 
and Special General Meeting. 


ELECTION OF DIRECTORS 


The authorized number of directors is, at this time, 15. The shareholders will be asked to confirm, 
at the Annual and Special General Meeting, a by-law reducing the number of directors to 9. The persons 
named in the enclosed instrument of proxy intend to vote for the election of the nominees whose names 


are set forth below. The management does not contemplate that any of the nominees will be unable to 
serve as a director but, if such event should occur for any reason prior to the meeting, the persons named 
in the enclosed instrument of proxy reserve the right to vote for another nominee in their discretion. Each 
director elected will hold office until the next annual meeting of shareholders or until his successor is duly 
elected, unless his office is earlier vacated in accordance with the by-laws. 


Approximate 
Period during number of equity 
which nominee has _ shares in the Company 

Names of Directors of the Company served asa director beneficially owned Principal occupation or employment at 

and offices held in the Company of the Company directly or indirectly present time and during last five years _ 

W. M. V. Ash, M.A., Since 1965 24,000 Director of Companies, formerly 

Vice-President President, Shell Canada Limited 

David C. Barber, B.A.Sc. Since 1962 17,200 President, Precision Castings Lim- 
ited 

Alfred T. Hunt Since 1965 10,000 Director of Companies, formerly 
Chairman of the Board, Gestetner 
(Canada) Limited 

Andre Marcil Since 1965 16,500 President, Marcil Mortgage Corp., 

Vice-President Montreal 

General Sir Neil M. Ritchie, Since 1962 22,500 Chairman of the Board, Mercantile 

G7g-Es C.B:. D.S.0.; M:C; & General Reinsurance Co. of Can- 
ada Limited 

S. J. Sinclair Since 1969 300 President and Chief Executive Offi- 

President and Chief Executive cer, Toromont Industrial Holdings 

Officer Ltd., formerly President, Western 
Tire & Auto Supply Ltd. 

N. G. Van Nest Since 1969 18,000 Vice-President and Director, 
Wisener & Partners Co. Ltd. for- 
merly Investment Dealer, Royal 
Securities Corporation 

Dudley S. Young Not previously a 40,000 Executive, Montreal Engineering 

director Company Limited, formerly Presi- 


dent Powerlite Devices Ltd. 


NOTE: The information as to shares beneficially owned, not being within the knowledge of the Company, 
has been furnished by the respective directors individually. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate direct remuneration paid by the Company and its subsidiaries to the directors and 
senior officers of the Company during the year ended December 31, 1969, was $137,622.00. 


The Company does not provide pension benefits to the directors and senior officers of the Company 
as such. The estimated aggregate cost to the subsidiaries of the Company for the financial year ended 
December 31, 1969, of all pension benefits proposed to be paid to senior officers of the Company by virtue 
of their being also senior officers of subsidiaries of the Company under any normal pension plan in the 
event of retirement at normal retirement age, directly or indirectly, was $11,507.00. 


STOCK OPTIONS 


The Company’s incentive stock option plan adopted in 1966 provides for the granting of options to 
full-time executives of the Company and its subsidiaries and to certain other persons who, although not 
full-time employees, occupy key positions in the organization to purchase common shares of the Company. 


Since January 1, 1969, senior officers of the Company were granted stock options for the purchase 
of common shares by the Company, as follows: 


Price range of shares on 


Date share option Number of Purchase price Date option Toronto Stock Exchange in 
granted Shares per share expires 30-day period preceding grant 
January 22, 1969* 1,000 $1.75 Sept. 21, 1971 $2.25 to $4.30 


(*under Incentive Stock 
Option Plan) 


January 30, 1970 150,000 $1.00 Jan. 30, 1980 $1.10 to $1.40 
Since January 1, 1969, senior officers of the Company purchased common shares of the Company pursuant 
to stock options previously granted to them by the Company, as follows: 


Price range of shares on 


Number of common Purchase price Toronto Stock Exchange 
Quarter in 1969 shares purchased per share during quarter 
January-March 7,500 = 5 Wey fe) $3.00 
1,200 $1.75 to 
1,000 RSL bs $4.30 
2,100 $1.75 


APPOINTMENT AND REMUNERATION OF AUDITORS 


The persons named in the enclosed form of proxy intend to vote for the re-appointment of Messrs. 
Touche, Ross & Co., Chartered Accountants, who have been auditors of the Company for more than five 
years, as auditors of the Company to hold office until the next annual meeting of shareholders. 


PARTICULARS OF OTHER MATTERS TO BE ACTED UPON 


There will be submitted to the meeting for confirmation By-law No. 10 of the by-laws of the 
Company decreasing the authorized number of directors of the Company from 15 to 9. 


DATE May Sth, 1970. 


Printed in Canada 
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TOROMONT 


INDUSTRIAL HOLDINGS LTD. 


INTERIM REPORT 
TO SHAREHOLDERS 


SIX MONTHS ENDED JUNE 30, 1970 


To the Shareholders 


The consolidated loss for the six months to June 30, 
1970 was $256,826 as compared with a consoli- 
dated profit of $29,565 for the same period in 1969. 


As shown in Note (1), the 1969 results include 
those of W. E. Dillon Co. Limited, which company 
was sold effective June 30, 1969. As indicated in 
Note (2) these interim financial statements include 
the operating results of CIMCO Limited for two 
months in 1969 and for 6 months in 1970. This 
company, CIMCO, was acquired in April 1969. 


The anti-inflationary, “tight money” policies intro- 
duced by the Federal Government in 1969 continued 
to adversely affect the activities of all your com- 
panies throughout this period and particularly those 
which are closely related to the construction indus- 
try. While the operating results for this period are 
disappointing, substantial progress has been made 
as a result of aggressive cost reduction programs 
introduced early in the year. Despite the uncer- 
tainties facing the Canadian economy, it is antici- 
pated that your Company will earn a profit in 1970. 


S. J. SINCLAIR 


President 


August 25, 1970 


TOROMONT INDUSTRIAL HOLDINGS LTD. 
and Subsidiaries 


CONSOLIDATED STATEMENT OF OPERATIONS 
AND RETAINED EARNINGS 


for the six months ended June 30, 1970 
(with comparative figures for 1969) 


UNAUDITED 
1970 1969 
Sales $12,071,717 $10,755,790 
Earnings (loss) before under- 
noted items _ 136,381)" ee 
Interest on bank loans to acquire . 
shares of subsidiaries — 57,566 
Operating losses of United 
Kingdom subsidiaries Se 50,936 
_ 108,502 | 
Profit (loss) before income 
taxes and minority interest (136,381) 237,391 
Provision for income taxes 107,945 190,000 
Profit (loss) before minority 
interest | (244,326) 47,391 
Minority interest in income of 
subsidiaries 12,500 Wee 
Net profit (loss) forthe period (256,826) 29/566 
Retained earnings, beginning of 
period SANSA 384,858 


(15,311) 414,423 

Dividends declared: 

On preferred shares 

of parentcompany $113,750 

On preferred shares 

of asubsidiary, 

paid out of earnings 

of prior years 8/927 

‘ i 220 0V/a —_— 

Retained earnings (deficit), 


end of period $ (137,988) $ 414,423 — 


See attached notes. 


TOROMONT INDUSTRIAL HOLDINGS LTD. TOROMONT INDUSTRIAL HOLDINGS LTD. 


and Subsidiaries and Subsidiaries 
CONSOLIDATED STATEMENT OF SOURCE NOTES TO STATEMENT OF OPERATIONS 
AND APPLICATION OF FUNDS AND RETAINED EARNINGS 
for the six months ended June 30, 1970 for the six months ended June 30, 1970 
(with comparative figures for 1969) 
UNAUDITED ) 
eeicoaottunds 1970 1969 1. The 1969 comparative figures include the following oper- 
From operations a. ating results for W. E. Dillon Co. Limited, the shares of 
Net profit for the period $ 29,565 which were sold effective June 30, 1969: 
ie not requiring Sales $908,734 
Depreciation and amortization Profit before income taxes 7,058 
Res, oor ~ ; 164,704 Provision for income taxes 3,740 
erest in earnings aia 
Bee anes ¢ 17,826 Net profit for the period 2 Sse! 
Funds provided from operations $ — 212,095 | 
Inc i t 
ee ea aie 1,905,260 2. These interim consolidated financial statements include the 
Capital stock issued pes 876,971 following operating results for CIMCO Limited, which 
Increase in long-term debt = 253,769 company was acquired in April 1969: 
Special refundable tax repaid 9/996 a 1970 1969 
Dividend from liquidation of (6 months) (2 months) 
United Kingdom subsidiaries IZASTS — et $6,416,499 $2,178,825 
Sundry —_ 1,811 —————— 
22,809 3,249,906 Loss before income taxes 
Application of funds Sake gaat aN ge a and minority interest 2 VOC Ss . 1.387 
To operations Income tax credit 36,660 8,162 
Netloss for the period 256,826 32,510 7,235 
Less charges not : Prov,3ion for minority 
requiring use of funds interest 12,500 7,/68 
= rela ie Net loss for the period $ 45,010 $ 15,003 
fixed assets SiOZ) 157 
Pe iece 3. The 1970 results include the second quarter dividend of 
subsidiaries 12,500 174,657 $56,875 on the preferred shares of Toromont Industrial 
Funds applied to operations 82,169 ml Holdings Ltd., declared on July 7, 1970. 
Net additions to fixed assets 162,683 75,889 
Reduction in long-term debt 3,922 — 
Net adjustment on acquisition 
of subsidiary — 911,046 
Dividends declared—parent 113/50 _ 
Dividends to minority share- 
holders of subsidiaries 21,427 17,826 
Redemption of preferred shares 
of a subsidiary 18,102 18,102 
Sundry 701 a 


402,754 1,022,863 
Increase (decrease) in working 
capital during the period 


an 


(379,945) $ 2,227,043 


STOCK OPTIONS 


The Company’s incentive stock option plan adopted in 1966 provides for the granting of options to 
full-time executives of the Company and its subsidiaries and to certain other persons who, although not 
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The Board of Directors 


W. M. V. ASH, M.A., Toronto 


Director, 

Mercantile and General Reinsurance 
Company Ltd. 

Bank of Montreal 


The Bell Telephone Co. of Canada 
and other companies 


D. C. BARBER, B.A.Sc., Toronto 


President, 
Precision Castings Limited 


A. T. HUNT, Toronto 


Formerly Chairman of the Board, 
Gestetner (Canada) Limited 


A. MARCIL, Montreal 
President, 

Marcil Mortgage Corp. 
Director, 


Mercantile and General Reinsurance 
Co. of Canada Ltd. and other companies 


GENERAL SIR N. M. RITCHIE, 
G.B.E., K.C.B., D.S.O., M.C., Toronto 
Chairman of the Board, 

Mercantile and General Reinsurance 
Company of Canada Ltd. 


Macdonald-Buchanan Properties Limited 
Director, 
Tangueray-Gordon (Canada) Limited 


S. J. SINCLAIR, Toronto 


Chairman of the Board 
and Chief Executive Officer, 
Toromont Industrial Holdings Ltd. 


P. S. SEPHTON, Burlington 
President, 
Toromont Industrial Holdings Ltd. 


N. G. VAN NEST, Toronto 
Vice-President and Director, 
Wisener & Partners Company Limited 


D. S. YOUNG, P.Eng., Toronto 


Executive, Montreal Engineering Company 


Limited, formerly 
President, Powerlite Devices Ltd. 


JUN 15 1971 


Officers of the Company 


S. J. SINCLAIR 
Chairman of the Board 
and Chief Executive Officer 


P. S. SEPHTON 
President 


W.M. V. ASH, 
Vice-President 


ANDRE MARCIL 
Vice-President 


F. KRUBERG 
Vice-President, Finance and Secretary 


Head Office 


65 Villiers Street 
Toronto 2, Ontario 


General Counsel 
Blake, Cassels & Graydon 


Auditors 


Touche Ross & Co. 
Chartered Accountants 


Transfer Agent and Registrar 


Crown Trust Co. 
Toronto and Montreal 


Bankers 


The Royal Bank of Canada, 
Toronto 

Canadian Imperial Bank 
of Commerce, Toronto 


ANNUAL MEETING 


The Annual and Special 
General Meeting of the 
Shareholders of the Company 
will be held in Rooms No. 7 
and 8 of the Royal York Hotel, 
100 Front Street West, Toronto, 
at 11:00 a.m. on Tuesday, 

June 29th, 1971. 


TO THE SHAREHOLDERS: 


Consolidated Earnings 


1970 proved to be an unusual and difficult year for 
your Company. Consolidated operating loss for the 
year was $117,454 compared with a profit of $11,222 
for 1969. The primary reason for this loss was a special 
provision of $549,000 required in the books of Cimco 
Limited in respect of contracts in progress at Decem- 
ber 31, 1969. In addition, the depressed condition of 
the Canadian economy adversely affected the opera- 
tions of all subsidiaries throughout the year, particu- 
larly those which serve the residential construction 
industry. 


Consolidated earnings from normal operations (be- 
fore income taxes) for the year 1970 decreased to 
$523,152 as compared with $1,257,338 for the year 
1969. Abnormal and extraordinary charges and inter- 
est on long-term debt amounted to $483,225 in 1970 
as compared with $603,832 in 1969. 


Cimco Limited 


The accompanying statements include the operat- 
ing results of Cimco Limited for 8 months in 1969 and 
12 months in 1970 — control of Cimco was acquired in 
April 1969. 


On November 24, 1970 you were advised that a com- 
prehensive investigation, carried out under our instruc- 
tions, had disclosed certain serious irregularities in 
the organization, operations and previously published 
financial reports of Cimco Limited. As part of this 
investigation, we retained the services of independent 
firms of chartered accountants to review the account- 
ing records, accounting methods and published finan- 
cial reports of Cimco Limited. As a result, the following 
actions have been taken: 


1. As detailed in Note 6 to these financial statements, 
a special provision of $549,000 has been made in 
this statement in respect of contracts in progress at 
December 31, 1969. A major part of this provision 
(estimated at $378,000) relates to losses on contracts 
in the company’s Mechanical Division and could 
properly be attributed to prior years. In addition, this 
investigation indicated that profits on other con- 
tracts, (estimated at $171,000) taken up in prior 
years could have been properly deferred until 1970. 


After income taxes the above amount of $549,000 
indicates a net overstatement of approximately 
$258,000 in consolidated net worth at December 31, 
1969. 


2. Termination of the activities of Cimco’s Mechanical 
Division was commenced in October 1970. It is anti- 


cipated that all projects will be substantially com- 
pleted and the activities of this Division wound up 
by September 1971. 


3. The services of both the President and the Vice- 
President and Secretary-Treasurer of Cimco were 
terminated in 1970. 


4. Acting on legal advice, your Board has instructed 
counse! to proceed with legal action against the — 
sellers of Cimco common shares to Toromont in 
April 1969, namely: 

Canada Permanent Trust Company as Trustee of 
the Howard V. Shipley Trust, J. Davis, W. L. Pharo, 
H. V. Shipley, W. L. B. Watts. 


In addition, your company is considering ‘egal 
action against other parties involved in this trans- 
action. 


5. Payment of any further dividends was discontinued 
by both Toromont and Cimco until their operations 
have returned to profitable levels. 


Prospects for 1971 


Several factors encourage us in our view of 1971 
and future years, including: 


(a) The re-organization of the activities of our sub- 
sidiary companies was substantially completed 
during 1970. 

(b) New senior management appointments at several 
subsidiaries will provide competent and aggres- 
sive leadership. 

(c) The termination of Cimco’s Mechanical Division 
will eliminate significantly unprofitable operations. 

(d) The introduction in 1970 of a number of programs 
which place more emphasis on the control of costs 
and the assets employed in each company. 


These measures are beginning to take effect. First 
quarter results in 1971 show an improvement relative 


to the same period in 1970. 


Despite the continuing adverse effects of the current 
business recession, and the many uncertainties facing 
the Canadian economy, it is the opinion of your man- 
agement that 1971 will see a return to profitable opera- 
tions and the resumption of preferred dividends by the 
final quarter of this year. 


On behalf of the Board of Directors, we wish to thank 
our employees for their efforts during the past year. 


S. J. Sinclair, 


Chairman of the Board 


June 7, 1971 


P. S. Sephton, 


President 


The Toromont Group of Companies 


CIMCO Limited 


S. J. SINCLAIR 
President 


L. 0. CROOKS 
Vice-President — 


RH. S. ROSE 
Vice-President 


F. P. WAINHOUSE 
Secretary-Treasurer and Comptroller 


Canada’s leading company in the design, manufacture and instal- 
lation of refrigeration equipment for skating and curling rinks, 
mining, petrochemical and food processing industries. Services 
are available through branch operations across Canada. and in- 
creased market penetration is being attained in the United States 
of America. 


/Head Office and plant located in Toronto, Ontario. 


Clare Brothers Limited 


P.S. SEPHTON 
President 


P. V. BURKE 
Executive Vice-President 


E.C. CLARE 
Vice-President 


Manufacturer and distributor of gas and oil heating systems and 
distributors of complete air conditioning systems throughout 
Canada. 


Established in 1854, Clare Brothers’ Head Office is located in 
Preston, Ontario. 


El-Met-Parts Limited 
R. A. SCOON 


President 


J. PAPAKYRIAKOU 
General Manager 


Manufacturer of magnetic cores and steel laminations for the 
electrical and electronics industry. The Company’s products are 
available to all Canadian markets. 


El-Met provides a comprehensive combination of technical assist- 
ance, laboratory facilities and too! design. 


Head Office and manufacturing facilities are located in Dundas, 
Ontario. 


Lloyd-Truax Limited 


P.S. SEPHTON 
President 


C. D. LLOYD 


_ Vice-President and General Manager 


F. E. JOLLIFFE 
Vice-President 


This Company manufactures the most complete line of interior and 
exterior wood doors available from a single source in Canada. 
Sales are to all provinces in Canada except British Columbia. 


Head Office is located in Wingham, Ontario, with manufacturing 
facilities in both Wingham and Walkerton. 


F. B. McFarren Limited 


J. A. SIMPSON 


President 


J. W. BAYE 
Secretary 


Manufacturer of a variety of burned clay bricks for the construction 
industry, primarily supplying the Ontario market. 


Head Office and plant are located on a 61 acre site in Streetsville, 
Ontario. 


Viking Pump Company of Canada Limited 


P. S. SEPHTON 
President 


N. C. EILOART 


Executive Vice-President 


Manufacturer of rotary, centrifugal and turbine pumps for industrial 
uses. Through its own branches, supplemented by distributors, the 
company sells its products from coast to coast. 


Head Office is located in Windsor, Ontario. 


VOROMON 


INDUSTRIAL HOLDINGS LTD. 
(Incorporated under the Canada Corporations Act) 
AND SUBSIDIARIES 


Consolidated Balance Sheet as at December 31, 1970 


ASSETS 


Current assets 


GASD reac ot, beac Basta teeta 
Accounts receivable 


Inventories, at the lower of cost and net realizable value ....... 


Income taxes recoverable and deferred (net) 
Proceeds on liquidation of subsidiaries 
Prepaid expenses 


Other assets 


Bills and mortgages receivable, not currently due 
Cash surrender; value of life insurance 


rs 14 (0 SMe a tw Es ala ary eA Me ge 
Buildings and equipment 
Less accumulated depreciation 


Deferred charges and intangibles 
Patents, at cost less amortization 
Deferred pension charges 
Goodwill, at cost 
Commission on shares issued 


Vile eat ‘ele Wei Ne Metin aeiins” eta) ish hr MenniaMnmies ys Ube wiate/ie ik te Shy biti el 


Excess of cost of shares of subsidiaries over recorded 
book value of underlying assets at dates of acquisition ...... 


(with comparative figures for 1969) 


1970 


$ 344,447 
6,333,946 
3,396,449 

124,740 
22,500 
123,226 


10,345,308 


305,726 
62,818 
388,534 


757,078 


76,824 
6,981,067 
3,903,700 
3,077,367 
3,154,191 


37,946 
35,000 
47,000 
342,500 


970,160 
1,432,606 


$15,689,183 


1969 
$ 588,234 
6,148,355 
4,710,720 
58,578 
59,083 


11,564,970 


90,664 
65,456 
390,034 


546,154 


81,962 


6,863,510 


3,665,677 


3,197,833 
3,279,795 


42,890 


47,000 
342,500 


970,160 


1,402,550 
$16,793,469 


LIABILITIES 

Current liabilities 
Bank indebtedness (approximately $1,400,000 secured) 
Accounts payable and accrued liabilities ............. 


Progress billings and provision for losses 
NPEXCCSS OlGOUAGCL COSIS ti. aii ae ee 


Perimenus PaveuIe tT f.00 oe Vie. oo Se 
Mie ean NCO RIE ATCT te nee esis weds a penne 
Long-term debt-—current portion ................... 


Long-term debt, less current portion (Note 1) ........... 
PC ICOME TAN OG fey oe Ps bus ac KR 
Minority interest in consolidated net assets (Note 9) ...... 


SHAREHOLDERS’ EQUITY 
Capital stock (Notes 2 and 3) 


Authorized 


1,000,000 preferred shares, par value $10 each, 
issuable in series 


10,000,000 common shares without par value 


Issued and fully paid 


350,000 6% % cumulative, redeemable, convertible 
preferred shares, SeriesA ............. 


SB a0L 400 COlriinion shares). .oetis, | oO ee 


Retained earnings (deficit) (Note 2) ................... 


On behalf of the Board: 


S. J. SINCLAIR, Director P.S.SEPHTON, Director 


1970 


2,387,129 
3,231,746 


312,750 


176,547 


6,108,172 


578,198 
254,737 
360,998 


7,302,105 


3,500,000 
4,933,642 


8,433,642 


(46,564) 


8,387,078 
$15,689,183 


1969 


$ 1,977,381 
4,224,090 


63,192 
216,606 
212,855 


6,694,124 


739,833 
286,407 
397,948 


8,118,312 


3,500,000 
4,933,642 


8,433,642 


241,515 


8,675,157 
$16,793,469 


VOROMONT 


INDUSTRIAL HOLDINGS LTD. 
AND SUBSIDIARIES 


Consolidated Statement of Operations and Retained Earnings 
for the year ended December St, 1970 (with comparative figures for 1969) 


1970 1969 
Sales: or Oe es et kk $26,497,589 $27,620,003 
Earnings before undernoted items ........................... $ 523,152 $ 1,257,338 
Provision in respect of Cimco Limited contracts 
in progress at beginning of year (Note 6) .................... 549,000 — 
Profit on disposal of realestate... 0.2.0... 0.0 .c cee eec ene (134,312) pee 
Abnormal bad debt losses and inventory adjustments ........./. — 151,000 
Financing costs in connection with share issues 
and acquisition ot a‘subsidiaty 2.5.0... Sea ee — 126,694 
Operating losses of United Kingdom subsidiaries ............... — 86,449 
interest on long-termrgebtis sc. Sree eee 68,537 55,114 
483,225 419,257 
Earnings before income taxes, minority interest 
and:extraordinary item ee et es eee - 39,927 838,081 
Provision for income taxes 
= CUFFENE ea Ee ead 173,095 621,276 
— deferred: 35 oe eae ee eee ee (45,003) (24,709) 
128,092 596,567 
Earnings (loss) before minority interest ....................... (88,165) 241,514 
Minority interest in net earnings of subsidiaries (restated for 1969) . — 29,289 45,717 
Earnings (loss) before extraordinary item ..................... (117,454) 195,797 
Net loss on liquidation of United Kingdom subsidiaries .......... —- 184,575 
Netearnings (loss) forine: years. eh es oars 1G, eee cet pe (117,454) 11,222 
Retained earnings at beginning of year ....................... 241,515 340,767 
124,061 351,989 
Dividends declared on preferred shares ....................... 170,625 110,474 


Retained earnings (deficit) atend of year...................... ($ 46,564) $ 241,515 


Consolidated Statement of Source and Application of Funds 
for the year ended December 31, 1970 (with comparative figures for 1969) 


Source of funds 1970 1969 
From operations 
Net earnings (loss) for-the year :2::22. oi. i tele oe. ($ 117,454) kena by yee 
Adjustments for charges (credits) not involving use of funds 
Depreciation and amortization of fixed assets .............. 318,374 321,844 
Deferred income taxes — non-current portion................ (31,670) (24,709) 
Minority interest in net earnings of subsidiaries .............. 29,289 45,717 
Erol On GispOsarorrealesiate... os... in ade ne ele (134,312) — 
Recovery of pension charges 2.600000. 6. be ee a ee (35,000) — 
Operating losses of United Kingdom subsidiaries ........... — 86,449 
Funds-provided:from. operations 35.05... 6. Sh wwe PES, 29,227 440,523 
Disposal of fixed assets, less mortgage assumed, $160,000 in 1970. 49,417 386,081 
Net proceeds from issue of capitalstock ...................... — 4,184,467 
BUMULVILEMS: “Neh ois sa ee Ns eon. oo Re DS. 3,138 2,439 
81,782 5,013,510 
Application of funds 
OOS (CHIXOO ASSETS ee SRD. as Sh i 261,931 1,256,286 
MeCreaSeull ONG torn OSD tn. ee ck. 5 een eet 161,635 633,447 
Advances to United Kingdom subsidiaries, 
less recoverable-portion:$58.578 once wk . os Dee ee — 54,187 
Dividends, including minority shareholders of subsidiaries ....... 200,660 151,764 
Investment in shares of non-affiliated companies ............... — 390,034 
Net realization in respect of asubsidiary sold .................. — 295,577 
Increase in non-current bills receivable ....................... 55,062 90,664 
Redemption of preferred shares of asubsidiary ................. 36,204 36,204 
715,492 2,868,163 
herease: (decrease): working capital’) 3's.) foc (633,710) 2,145,347 
WVOTkKINg Capital at beginning: of- years. .a/.3 s.c8 | RR. 4,870,846 2,725,499 
Working Capital.at-end of year. / | ssecscies OA; Se $4,237,136 $4,870,846 


Auditors’ Report 


The Shareholders, 
Toromont Industrial Holdings Ltd. 


We have examined the consolidated balance sheet of 
Toromont Industrial Holdings Ltd. and its subsidiaries as at 
December 31, 1970, and the consolidated statements of oper- 
ations and retained earnings and source and application of 
funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion the consolidated balance sheet preserits 
fairly the financial position of the company and its subsidi- 
aries as at December 31, 1970 in accordance with generally 
accepted accounting principles applied (except as referred to 
below) on a basis consistent with that of the preceding year. 


As explained in Note 6 to the consolidated financial state- 


ments, the allocation of profits and losses on certain long-term 
contracts of Cimco Limited and its subsidiaries between 1970 
and prior accounting periods has not been finally determined. 
The amounts involved could have a material effect on the con- 
solidated operating results for 1970. 


In view of the material effect of the operating results of this 
major subsidiary on the consolidated operating results of the 
Company and its subsidiaries, and for this reason only, we are 
unable to express an opinion on the accompanying consoli- 
dated statements of operations and retained earnings and 
source and application of funds for the year ended December 
31, 1970. 


The consolidated financial statements of Cimco Limited 
and its subsidiaries for 1969 were examined and reported 
upon by other auditors. 


TOUCHE ROSS & CO. 
Chartered Accountants 


Toronto, Ontario 
April 16, 1971 


VOROMONL 


INDUSTRIAL HOLDINGS LTD. 
AND SUBSIDIARIES 


Notes to Consolidated Financial Statements December 31, 1970 


1. Long-term debt and officers who also served as directors and officers of the 


The following is an analysis of long-term debt: 
Term bank loan, secured, repayable in semi-annual 
instalments of $35,700 until June, 1975, with interest 


at. prime bank rate plus: 1/4 ooo en na se hes se $357,172 
5% unsecured debentures, repayable in equal 

quarterly instalments to February 1, 1983 .......... 233,120 

Sundry mortgages and other obligations ........... 164,453 

754,745 

kess:currentinstalmentsy acy ssceutee neste erie reese 176,547 

$578,198 


. Preferred shares — conversion privileges, redemption provisions 
and dividends 


The issued preferred shares, Series A, are convertible into 
common shares of the Company as follows: 
Up to July 14, 1972 — 
10 common shares for 3 preferred shares 

July 15, 1972 to July 14, 1975 — 

5 common shares for 2 preferred shares 
July 15, 1975 to July 14, 1979 — 

2 common shares for 1 preferred share 
The shares are redeemable after July 15, 1974 at par value plus 
a premium of 3% until July 14, 1977, 2% to July 14, 1980 and 
1% thereafter. 
The quarterly dividends of $56,875 on the preferred shares, 
Series A, have been paid for all periods up to and including 
the dividend due October 15, 1970. No quarterly dividends have 
been declared or paid since that date. 


. Shares of capital stock reserved 


The following shares of the Company’s common capital stock 
have been reserved for future issuance as at December 31, 1970: 
Shares 

Under the provision of stock purchase warrants 

expiring December 31, 1973 and exercisable at 

$3.00 per share until December 31, 1972, thereafter 

at $4.00 per share until December 31,1973 ....... 500,000 
Under conversion privileges granted to the holders 

of preferred shares, Series A (Note 2) — maximum 
common*shares: issuable G2 ee ee 1,166,667 
Outstanding options granted under the Incentive 

Stock Option Plan for executives of the Company 

and its subsidiaries, which have not yet been 

exercised: 


$1.75 per share, expiring September 21, 1971 .... 19,000 
$1.50 per share, expiring May 31, 1972 ......... 12,500 
$1.00 per share, expiring January 30, 1980 ...... 150,000 
Reserved for options not yet granted or resulting 

from options which have lapsed due to terminations 19,750 
Total common shares reserved at 


DecembensSitji9 Oke a ee eee 1,867,917 


. Commitment 


By the terms of an agreement with the minority preference 
shareholders of a subsidiary, Lloyd-Truax Limited, the Com- 
pany has undertaken to cause that subsidiary to redeem its 
preference shares at their par value in approximately equal 
quarterly instalments over a period of twelve years, which com- 
menced in 1968. At December 31, 1970, preference shares 
having an aggregate par value of $325,390 were outstanding. 


. Statutory information regarding directors and officers 


The aggregate remuneration in 1970 of the Company’s nine 
directors as directors was $5,900. The aggregate remuneration 
in 1970 of the Company’s six officers as officers (five of whom 
were directors) was $89,700. Included in the above are directors 


subsidiaries during the year (a maximum of two in each case) 
without remuneration. 


. Cimco Limited and its Subsidiaries 


Controlling interest in a major subsidiary, Cimco Limited, was 
acquired in April, 1969, and its consolidated net assets and 
operating results have been included in the consolidated finan- 
cial statements of the Company for the period from May 1, 1969. 
An investigation of the operations of Cimco carried out in 1970 
and 1971 by Toromont management, assisted by firms of char- 
tered accountants retained for the purpose, indicates that 
profits to December 31, 1969 as previously reported have been 
overstated. As a result of this investigation, which is not yet 
complete, a special provision of $549,000 has been made in 
respect of contracts which were in progress at December 31, 
1969. A major part of this provision (estimated at $378,000) 
relates to losses on contracts in the company’s Mechanical 
Division and could be properly attributed to prior years. In 
addition, the above mentioned investigation indicates that 
profits on other contracts taken up in prior years (estimated at 
$171,000) could have properly been deferred to 1970. 

After income taxes, the above amount of $549,000 indicates a 
net overstatement of approximately $258,000 in consolidated 
net worth at December 31, 1969. 

The following is a condensed summary of the recorded con- 
solidated operating results of Cimco Limited and its subsidiaries 
as included in these consolidated financial statements: 


1970 - 1969 
(12 months) (8 months) 
SAalOS | sors Be nina wold eae ees $14,107,397 $10,738,358 
Earnings before special provision 
and income taxes . 0.0 2.05.02.. $ 309,547 $ 510,499 
Provision in respect of contracts in 
progress at beginning of year ... 549,000 — 


Earnings (loss) before income taxes (239,453) 510,499 


Income taxes provided 
(recoverable) 200 eae (69,840) 283,311 


Net earnings (loss) for the period.. ($ 169,613) $ 227,188 


. Losses available for tax purposes 


The Company and two of its subsidiaries have accumulated 
losses for tax purposes aggregating approximately $480,000 
which are available to be carried forward for application against 
taxable income of future years. 


. Contingency 


A portion of the sales of a subsidiary is subject to renegotiation 
under the terms of the applicable contracts. Management 
believes that renegotiation proceedings, if any, will not result 
in a material adjustment of earnings as reported. 


. Rights of Class A Shareholders of Cimco Limited 


The minority interest in the consolidated net assets includes all 
of the issued Class A shares (25,000 shares, par value $25,000) 
of Cimco Limited. In the event that the minimum quarterly 
dividends to which the Class A shareholders are entitled remain 
unpaid for eight consecutive quarters, such shareholders 
become entitled to voting rights on a share for share basis with 
the common shareholders and to elect a majority of the Board 
of Directors. Also, in the event of liquidation, dissolution, wind- 
ing up or other distribution of assets, the Class A shareholders 
participate in the distribution of net assets on a share for share 
basis with the holders of the 60,500 common shares, of which 
60,233 shares are held by Toromont. The consolidated net worth 
of Cimco Limited and its subsidiaries as at December 31, 1970 
amounted to $2,450,310. 


